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The cover of the Toronto Stock Exchange Review, 
February 1981, featuring Astral Bellevue Pathé. 


Financial Highlights 


(000) omitted from dollar figures except per share 1981 1980 1979 1978 
Sales $46,833 $38,203 $31,680 $26,404 
Net earnings 1,342 1,106 857 524 
Working capital 3,870 3,665 3,608 37507 
Shareholders’ equity 8,670 7,656 6,841 6,273 


Per Common Share 


Net earnings 48 cents 39 cents 30 cents 18 cents 


Dividends 12 cents 10 cents 10 cents 7 cents 


Shareholders’ equity 2.98 2:66 2.36 2.16 


President’s Message 


Sales and earnings continued to 
achieve new high levels and the 
growth pattern of recent years was 
maintained despite high interest 
rates and generally weak consumer 
markets. 


Revenues were up 23% to 
$46,833,000 while earnings in- 
creased 21% to $1,342,000, or 48 
cents per share. 


Working capital showed a small in- 
crease in the year. Funds from opera- 
tions of $3,212,000 and additional 
long-term debt of $1,250,000 were 
applied to fixed asset additions of 
$2,596,000, film productions costs 
of $2,320,000, net of term debt of 
$1,674,000, term debt repayments of 


$780,000 and dividends of $350,000. 


This year for the first time revenues 
and earnings from operations are re- 
ported by business segment, showing 
Photographic Group results sepa- 
rately from the Entertainment Group. 
Both groups showed healthy in- 
creases in operating income. While 
the reporting of key financial informa- 
tion between the two groups is in 
compliance with recent recommen- 
dations of the Institute of Chartered 
Accountants, we feel that it will also 
assist investors in understanding 


Astral Bellevue Pathé and its future 
prospects. 


The amateur photographic industry 
has shown a tendency towards slower 
growth late in 1980. It is some nine 
years since a major new popular 
camera system was introduced to the 
market and the industry would benefit 
from a development of this kind. We 
understand that such an innovation is 
now close to market, which will give 
renewed vitality both to retailers and 
photofinishers. Our confidence in the 
photographic segment remains undi- 
minished, and, despite the current 
cost of capital, we intend to continue 
to expand our retail base into new lo- 
cations and broader lines of photo- 
graphic, video and related products. 


The entertainment field is constantly 
changing and is much harder to pre- 
dict and plan for on an accurate basis. 
Astral’s competence in feature 

film production and marketing has 
become well established and interna- 
tionally respected. We expect the fea- 
ture film industry to continue to be of 
great importance in the future, par- 
ticularly as Pay-TV and home video 
systems become major factors in the 
Canadian market place as they have 
in the United States and elsewhere. 
Our major strategic moves are a rec- 
ognition of these developments, and 
in particular the increasing use of 
video tape and the public appetite 

for new ‘software’. 


Astral Bellevue Pathé Inc. took a sig- 
nificant ownership interest in the film 
TERROR TRAIN and we expect that 
profits will be realized on the picture. 
This year, we have taken major in- 
vestment positions in three films, 
BEING DIFFERENT, HOT TOUCH, 
and HARD FEELINGS, all of which 
are described in more detail under 
‘Film Production Activities”. 


The coming year will witness a 
number of new developments. A new 
photofinishing laboratory in Calgary, 
a video cassette duplication facility in 
Toronto, and an animated film pro- 
duction company in Montreal are all 
operational, and are expected to con- 
tribute significantly to earnings in fu- 
ture years. However, with interest 
rates at record levels, net earnings 


growth in 1981/82 may be slightly 
lower than that of the past two years. 


Last year the Company presented a 
brief to the Committee for the Exten- 
sion of Services to Remote Areas 

and Pay-TV services in Canada. 

The Canadian Radio and Television 
Commission has invited applications 
for licences to operate Pay-TV systems 
in Canada this summer, to be fol- 
lowed by hearings in the fall. Licences 
are expected to be awarded before 
December 31, 1981. The Company is 
preparing an application for a licence 
to provide Pay-TV services and feels 
that it can provide many of the 
important ingredients required ina 
successful licensee. At this stage it is 
impossible to determine whether the 
Company might be awarded a licence 
or the nature of such a licence. 
However, whether or not the Com- 
pany receives a licence, the introduc- 
tion of Pay-TV to Canada will have a 
favourable impact on the Company as 
well as the Canadian feature film 
industry. 


Our senior officers and employees 
have met the challenge of change and 
growth with enthusiasm, and together 
with our dedicated Board of Directors 
are moving the Company to a new 
plateau. 


Sincerely, 


AROLD GREENBERG, 
President. 
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Earnings & dividends per share 
PA __ Earnings (before extraordinary items) 


I © Dividends 
Cents 


1977, 1978 1979 1980 1981 


Shareholders’ equity 


Per common share 


Dollars 
3.50 
3.00 
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1.50 
1.00 
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Sales by division 


1977. 1978 1979 1980 1981 


Photographic 
Group 


QDI 


astral photo ROBINSONS 
Miracle Mart. 


Retail Division 

The Retail Division consists of two 
units, Angreen Photo and Astral 
Photo. The increase of individual 
store sales as well as the continuing 
expansion of Astral Photo outlets 
accounted for an overall sales growth 
of 20% in the retail division for the 
fiscal year 1980/81. 


Angreen Photo operates photographic 
retail concessions in Miracle Mart and 
G.W. Robinson stores in Quebec and 
Ontario. The ninth G.W. Robinson 


Feb. 23/80 


By operation 
Angreen Photo 
Astral Photo 


By location 
Alberta 
Manitoba 
Saskatchewan 
Ontario 
Quebec 


TOTAL 


outlet will open shortly in that South- 
ern Ontario chain. 


Astral Photo stores have been opened 
in Oakville, Ontario and Red Deer, 
Alberta since February 28, 1981, and 
a further seven are scheduled for this 
fiscal year, including our first outlet 
in Saskatchewan. This will bring the 
Astral Photo chain to forty-six stores 
in five provinces. 

Existing and planned stores are as fol- 
lows: 


Feb. 28/81 Feb. 26/82 


(Projected) 


We continue to expand the range 

of products under the house brand 
IMAGE label, providing both 
improved margins and increased 
consumer values. The introduction of 
IMAGE film to the line has been most 
successful both as an individual 
purchase and as part of a processing- 
included package, serving as a 
stimulant to our photofinishing sales. 
Our strategy emphasizes higher mar- 
gin product lines and a more aggres- 
sive merchandising and advertising 
program directed to achieve a greater 
share of the retail market. 


With the growth of the video cassette 
market in Canada and the Company’s 
recent entry into the video cassette 
duplicating field, the Division is ex- 
ploring the addition of pre-recorded 
video cassettes to its retail product 
line. 
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For the photofinishing laboratories, 
the year proved to be a challenging 
one. The introduction of federal sales 
tax on photofinishing sales, and 
significant increases in the cost of 
photographic paper and other materi- 
als put pressure on margins. Further- 
more, slower market growth and a 
proliferation of photofinishing outlets 
at the retail level has made for a more 
competitive market place. 


Notwithstanding these challenges, 
sales increased 5%, as the upgrading 
and modernization of the facilities in 
Montreal and Toronto in 1979 and 
1980 enabled us to provide attractive 
new programs to meet the demands 
of the market. 


A new satellite laboratory was re- 
cently completed in Calgary, primar- 


ily to service our own Western outlets 
which will number 18 by the end of 
the year. 


With the increase in our captive busi- 
ness in higher growth areas, we look 
forward to sales and earning gains in 
fiscal 1982. 


Entertainment Group 


Television Distribution 

In fiscal 1981, Astral Television’s sales 
increased 68%, a reflection of a 
change in the nature of its business. 
Formerly, primarily a supplier of fea- 
ture films to television markets as an 
adjunct to Astral’s theatrical distribu- 
tion activities, the Division is nowa 
supplier of a full range of TV pro- 
gramming for network and indepen- 
dent TV markets for viewing in all 
time slots, including prime time. 


Two series, KNOT’S LANDING and 
SECRETS OF MIDLAND HEIGHTS 
were sold for prime time exhibition, 
as were several made-for-television 
movies and mini-series, including the 
very successful MURDER IN TEXAS. 


Other major programs aired during 
the year included the strips HERE’S 
LUCY and CAROL BURNETT, the 
daytime soap operas RYAN’S HOPE 
and SEARCH FOR TOMORROW, and 
a number of popular game shows, 
variety specials and theatrical feature 
packages. 


So far 1981/82 promises to be even 
stronger. Astral Television has sold 
three series, VINTAGE YEARS, 
KING’S CROSSING and KNOT’S 
LANDING III, the popular BARBRA 
MANDRELL variety Show, and RIV- 
KIN: BOUNTY HUNTER starring Ron 
Liebman. 


Also new in the forthcoming year are 
major theatrical packages including 
Canadian and U.S. productions. 
Many made-for-television movies and 
prime time specials that are now in 
production have been presold. 


With Pay-television on the horizon, 
the outlook for Astral Television is for 
substantial further growth. 


Theatrical Distribution 
Among the successful features in 
release during the fiscal year were 
HOPSCOTCH, PROM NIGHT, THE 
FOG, TERROR TRAIN and the re- 
issue of HALLOWEEN. 


For Astral Films, the major event of 
1980 was the signing of an agreement 
in October to provide distribution 
services in Canada for Twentieth 
Century-Fox. Several of their releases 
since then have been major successes 
at the box office, including NINE TO 
FIVE, ACHANGE OF SEASONS, 
FORT APACHE/THE BRONX, and 
CANNONBALL RUN. Columbia Pic- 
tures, with whom Astral has a similar 
agreement, had several big films in- 
cluding KRAMER VS. KRAMER, TESS, 
BLUE LAGOON and STIR CRAZY. 


Start-up costs related to the Fox rep- 
resentation will not be repeated in 
1981/82 and the Division will benefit 
from a full year of distribution of Fox 
films. 
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Motion Picture 

Processing Division 

Bellevue Pathé, the motion picture 
processing laboratory located in 
Montreal, enjoyed a year of high ac- 
tivity both in original feature film 
work and release printing. 


COMICS, LES PEOUEFE Mie 
FRIGHT, QUEST FOR FIRE, GAS, 
HARD FEELINGS, ENERGY, and HOT 
TOUCH were among the feature films 
processed during the year. There was 
also strong demand for 16mm original 
work with 14 productions processed, 
mainly for television exhibition. 


Demand for release prints was high, 
as broader theatrical release patterns 
required increased numbers of prints 
per feature. Paramount Pictures, 
Twentieth Century-Fox, Columbia 
Pictures, Avco Embassy Pictures, and 
many of the Canadian independent 
distributors use Bellevue Pathé to 


supply their release print requirements. 


The dubbing studio was also ex- 
tremely active. French dubs were 
completed on such productions as 
COAL MINER’S DAUGHTER, FINAL 
ARRANGEMENTS, and TERROR 
TRAIN, and English tracks dubbed for 
LES PLOUFFE, THE COFFIN AFFAIR 
and DUPLESSIS, in addition to a large 
number of short films and other pro- 
ductions. 


In 1980, Bellevue Pathé opened a 
new division, Média Sécurité Inc., to 
provide environmentally controlled 
conditions for the long-term storage 
and security of master film and tape 
elements. 


i 


Pathé Sound & Post 
Production Centre 


Pathé Sound continues to set the in- 
dustry standard in Canada in the field 
of sound mixing. During the year a 
new studio was added, permitting 
greatly improved usage of facilities in 
addition to an expansion of capacity. 
A Dolby stereo sound system was also 
installed, making Pathé the first studio 
in Canada offering stereo sound mix- 
ing capability. Combined with the ac- 
quisition of high speed projectors for 
dubbing and expanded sound li- 
braries, Pathé Sound ranks as the most 
complete sound studio in Canada. 


Some of the titles mixed last year were 
TRIBUTE, THE INTRUDERS, MY 
BLOODY VALENTINE, SURFACING, 
TULIPS, TERROR TRAIN, DIRTY 
TRICKS, and BEING DIFFERENT. 


Independent television productions 
have been increasing: ANNIE, TAKE 
ME OUT TO THE BALLGAME, 
NATURE OF THINGS and FOR THE 
RECORD, are but a few of the new 
productions. 


Demand continues extremely strongly 
in the current fiscal year. GAS, HARD 
FEELINGS, THE MAGIC SHOW, 
TICKET TO HEAVEN, INCUBUS, 
UTILITIES, LOVE, and the animated 
feature, HEAVY METAL have been 
mixed this year or are in the mixing 
studio at present. Orders in house for 
several other features ensure that the 
year will continue at a high level of 
activity. 
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Motion 
Picture 
Production 


The Company’s film production 
activities are managed through its 
wholly owned subsidiary Astral Film 
Production Ltd. 


During the year, the Company com- 
pleted principal photography on three 
feature films; BEING DIFFERENT, a 
feature length documentary by the 
award winning director Harry Rasky, 
HOT TOUCH, a caper film directed 
by Roger Vadim, and HARD FEEL- 
INGS, a sensitive film co-produced 
with Joe Wizan from a screenplay 

by W.D. Richter. 


BEING DIFFERENT was fully financed 
by the Company and is being mar- 
keted primarily to US Pay-TV and 
foreign markets. Harry Rasky, who di- 
rected the film, has produced several 
outstanding documentary films in- 
cluding HOMAGE TO CHAGALL 
which received an Academy Award 
nomination. 


HOT TOUCH, a caper film with an 
art forgery theme, was directed by 


Roger Vadim and starred Wayne 
Rogers, Marie-France Pisier, Patrick 
Mcnee, Lloyd Bochner, Samantha 
Eggar, and Melvyn Douglas. The film 
will be distributed by Twentieth 
Century-Fox later this year. Astral re- 
tains a 35% interest in the film, a large 
portion of which was sold to public 
investors. 


The film HARD FEELINGS, based ona 
best selling novel of the same name and 
directed by Daryl Duke, is a tough but 
sensitive story of a teenager learning 

to cope with life’s problems. Astral 

has financed 50% of this picture, 
which is scheduled for a fall release. 


Towards the end of the fiscal year, 
Astral commenced production on a 
further film, PORKY’S, produced and 
directed by Bob Clark. The film is 
being financed by Melvin Simon Pro- 
ductions Inc., Twentieth Century-Fox 
and Astral. PORKY’S is scheduled for 
release in the USA and Canada either 
late in 1981 or early 1982. 


Astral’s increased participation in film 
properties is the result of a number of 
factors. Firstly, the Company’s experi- 
ence in film production has progres- 
sively grown. This is reflected not 

only in higher quality screenplays and 
directors becoming available to the 
Company, and in its ability to produce 
films that meet international standards, 


but also in its ability to obtain top 
quality theatrical distribution in the 
United States. Secondly, although the 
favourable Capital Cost Allowance 
has helped to develop Canada’s film 
making ability, the cost of raising in- 
vestment for films is substantial and 
raises a film’s recoupment point. If 
feature films can be funded without a 
substantial investment surcharge, the 
profit potential is significantly in- 
creased. Thirdly, the rapidly increas- 
ing revenues available from ancillary 
markets; notably Pay-TV, and video 
cassette and video disc systems sub- 
stantially reduce the risk factor and 
improve profit potential. 


Overall, we feel that the films in 
which Astral is participating have 
substantial profit potential, although 
this is not likely to have a major 
impact on consolidated net income 
until 1982/83. 


The Company’s future investment in 
feature film productions depends on 
opportunities presented. In fiscal 
1982, it is likely that the level of 
participation will be lower than in 
the past year. 
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New Ventures 


Astral Animated Films Inc. 
During the year and early in 1981, 
the Company made two moves that 
reflect its recognition of the increasing 
importance of the television medium. 
In late 1980, Peter Sander, an estab- 
lished producer of animated films, 
joined Astral as creative director of a 
new company, Astral Animated Films 
Inc., which will produce animated 
specials for the major networks, as 
well as foreign and syndicated TV 
markets. The Company is also ac- 
tively involved in developing techni- 
ques for the use of animated material 
in interactive television systems 

and the development of software for 
the same medium. Although in its 
infancy, a market for interactive tele- 
vision applications in the educational 
and public service fields has been 
clearly identified and could become 
of major importance. 


Pathé Video Inc. 


In April 1981, the Company entered 
the video cassette duplication field 
through the formation of a new 
company, Pathé Video Inc., to supply 
the institutional and educational mar- 
kets as well as the rapidly growing 
home video field. The industrial and 
educational markets have been grow- 
ing at an annual rate of 40% and are 
expected to continue to advance ata 
similar rate for several years. The 
market for home video systems is in 
its infancy and experiencing explo- 
sive growth. Sales of pre-recorded 
video cassettes in the USA are ex- 
pected to exceed $250 million in 
1981, and the sales of recorder units 
are accelerating. The development of 
the Canadian home video market pre- 
sents a most interesting Opportunity 
for the Company, particularly in view 
of the substantial library of film rights 
that it holds. 


DIRECTORS 
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HEAD OFFICE 
720 King St. W., Toronto, Ontario M5V 2T3 


EXECUTIVE OFFICES 
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Harold Greenberg 


lan Greenberg 175 Montpellier Blvd., Montreal, Quebec H4N 2G5 
President and Chief Executive Vice-President and Treasurer 
Officer of the Company of the Company 


Corporate Officers 
Harold Green be r8 — President and Chief Executive Officer 


lan Greenbe rg — Vice-President and Treasurer 
Peter H. Ross — Vice-President Finance and Secretary 
Peter Ryan — Controller 


Subsidiaries and Divisions 


DISTRIBUTION 
ASTRAL FILMS LTD. 


2. oS 
a/ eN oa Sree ayes lan Greenberg, Senior Vice-President 
Sidney Greenberg Edward M. Bronfman 
President, Bellevue Chairman Edper Investments Limited PRODUCTION 


Photographic Limited 


ASTRAL FILM PRODUCTIONS LTD. 
Eddy Rosenberg, Operations Manager 


MOTION PICTURE PROCESSING & SOUND 
RECORDING SERVICES 
BELLEVUE PATHE LABORATORIES 


Montreal and Toronto 


André Collette, President 
Joseph Grimaldi, Vice-President, Sound Services, Ontario 


=a » J PHOTOFINISHING 
> 3 NC BELLEVUE PHOTO 
Harvey Greenberg Austin C. Beutel Toronto and Montreal 
President, Astral Photo pres deri Beutel, Caosman Sidney Greenberg, President 


Leo Levy, General Manager, Montreal 


RETAIL 

ANGREEN PHOTO 

lan Greenberg, President 
ASTRAL PHOTO 

Harvey Greenberg, President 


Auditors 
Zittrer, Siblin, Stein, Levine 


4 


a8 va Montreal - Toronto 
Jack L. Cockwell J. Trevor Eyton 
Si ice-Presi la f President and Chief Executive Officer, 
ee cer oo cee Corporate Counsel 


Tory, Tory, DesLauriers & Binnington, Toronto 
Heenan, Blaikie, Jolin, Potvin, Trépanier, Cobbett, Montréal 


Bank 
The Royal Bank of Canada 


AONE 5 AS OS See 


Listing 
Montreal Stock Exchange 
Toronto Stock Exchange 


Timothy R. Price Laurent Picard Transfer Agent and Registrar 
National 5 ARS tha Limited en eee Hic University Canada Permanent Trust Co. 


Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver. 
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Consolidated Balance Sheet as at February 28, 1981 


ASSETS 


CURRENT 
Accounts receivable 


Inventories (Note 2) 


Film royalties and COStS: ccc 5 au ow oes a ea ba pete ate ee 
Income taxes:‘refundable 3 3a) 2). 2% qt oo ee ee eee eee 
Prepaid @xpensSeS aig fc ices oe 0 su. doy BUNUN Ue ee mars ks cee ey ar 


Film production Costs (INOtG 3) cay cea coco cossls sec eee awry cee nal 


FILM PRODUCTION COSTS (Note 3) 
FIXED ASSETS (Note 4) 


GOODWILL 


ON BEHALF OF THE BOARD 


Director 4 


1981 


$ 5,263,000 


1980 


$ 4,810,000 


8,079,000 7,118,000 
1,215,000 874,000 
131,000 510,000 
345,000 297,000 
2,663,000 = 
17,696,000 13,609,000 
3,444,000 1,174,000 
6,676,000 5,170,000 
1,546,000 1,546,000 
$29,362,000 $21,499,000 


LIABILITIES 


1981 1980 

CURRENT 
PC TTE ES PS EVENTING’ (SS) aR PC Ac $ 1,249,000 $ 1,702,000 
Ne CEA CC SHIN OFC) ec uc sevavapnat its nrcts eid en desthaon s-bJesbesle ween SAL Ste 3,000,000 2,000,000 
Eee ALS DAVADIE ANC ACCrUCR HADES: Gocco. caiess dh coma ncdk ls sy ayele w Mende dave nueenc ds eens 8,877,000 5,718,000 
Bone term debt due WithimOne year 22.5.5. c0edecs 6 Sei en eew nd wash eecneu ees 700,000 524,000 
13,826,000 9,944,000 
Seen Oe MOE REN OLE G)i ha sunsi os sere oo Rawk he a COR an 6B een cuenelecem cass 4,524,000 2,380,000 
rege ERE VIN OIA ES TAA So setters 5 he Scien, beret, Gwe RSE Neneh AIS en wiser eG 2,342,000 1,519,000 

SHAREHOLDERS’ EQUITY 

CAN PATA SHOTGUN To) (2)e74 ier nn ee eI ete OEE AE Sant Pee as eee 3,623,000 3,601,000 
REIANINIEIDEEAIRINITIN G'S ire en pet aac ay ew cca tenes atest a eee rive Se Rane oe Mate eee cea aoe 5,047,000 4,055,000 
8,670,000 7,656,000 


$29,362,000 $21,499,000 


The accompanying notes form an integral part of the financial statements. 


Consolidated Statement of Earnings 
For the year ended February 28, 1981 


RE VENWESy sacs sree Wiese ota te, soe ee eee yas aera A eo eee 


EXPENSES ; 


Cost of sales 


Seliling-and acimitistrathOn =e ac aaa ahs ree cee eee 


Interest onlong-terin debt 2c. ccra soe ee re eee 
Other interest 


De PreciattOn: 2p hae ceeeetsccdom Soeseent Seer epee ee RO ee ae 


EARNINGS BEFOREINC@METAXES cs fa. tisese yhoo rata eaeie ee ennd earn eee eree te cee 


RONAN HOLT GLEE) IIMKCONME AWS wou occccaccacceducvaccvavcdna sooo uesaoat 


NET EARNINGS 


NET EARNINGS PER COMMON SARE tae ax cance crnresse eee varie eee ere 


Consolidated Statement of Retained Earnings 
For the year ended February 28, 1981 


BALANCE — BEGINNING OF YEAR 


Net earnings 


Dividends on preference shares 


Dividends on common shares 


BALANCE — END OF YEAR 


The accompanying notes form an integral part of the consolidated financial statements. 


1981 1980 
$46,833,000 $38,203,000 
31,228,000 25,577,000 
11,582,000 9,173,000 
304,000 252,000 
507,000 342,000 
1,047,000 980,000 
44,668,000 36,324,000 
2,165,000 1,879,000 
823,000 773,000 


$ 1,342,000 


$ 1,106,000 


48 cents 39 cents 
1981 1980 
$ 4,055,000 $ 3,241,000 
1,342,000 1,106,000 
5,397,000 4,347,000 
16,000 16,000 
334,000 276,000 
350,000 292,000 


$ 5,047,000 


$ 4,055,000 


Consolidated Statement of Changes in Financial Position 
For the year ended February 28, 1981 


SOURCE OF FUNDS 
ee MNS SMe iar eS ccd oe ae ee aah ORT Saw Saale See Fale WE FAM 
eee ere NO IAT en ey 0 Oe te a ue ay fy Cee nabs th, GRRGNUEED ob oned Rosh ala» 


ae reT INC OMG U ANOS dt oie nut. eed tan ct PORE he Rs eke OE Oe nie OS 


RC ROMIOCG 1FOln OUETANONS «pete tees eee bi ka ay Gena rere esd woes 
Bape Cele OO iSpOcal Ol 1IXed Assets...) San Ads Gods wane ds cadena huban. 
Bere ees Cee (ele ION or tem ait 8 etn «un diog os a Rwhlawin ag oat ee othe 


SOUS CUP GEA TAS GTC) Oe de e eee a Rane A Cee eR eee a 


APPLICATION OF FUNDS 


Film production costs (less long-term 
HepRors 167 4000) 1980 =—$9261000) 4. cieracnee eee atact cee ene eo 


ENCHOLUIDINS LONERKECA SSCL So cx ooo oe ote Basses wath ogee maallcsinas oz ie aa eR Ae AN cl 
Remremenroinog Slerimicebt. oy.eurl (yh een, Cre elas it ane Care ye al 


IW ACOMICRS AICS isa Hie oa bint eno crt eas aot mace me tees TOS Sid aces SL cis 


IEA OE IVY CO RET GCA PT TA Li tad ae ces A: 42 p.o8 2 eas oe Oh ee eR Oa elk 


ONIN Pa Ae BEGINNING QRYEAR) sic a. >. i ecesive aster eee a. aes 


PMORMINGICAPHAL—— END OP YEAR 94 ojo des obecsnacs sete uel sue cpeiiunpte eran ate eues iets 


The accompanying notes form an integral part of the consolidated financial statements. 


1981 1980 

$ 1,342,000 1,106,000 
1,047,000 980,000 
823,000 746,000 
3,212,000 2,832,000 
43,000 57,000 
1,250,000 491,000 
22,000 1,000 
4,527,000 3,381,000 
596,000 248,000 
2,596,000 2,213,000 
780,000 571,000 
350,000 292,000 
4,322,000 3,324,000 
205,000 57,000 
3,665,000 3,608,000 

$ 3,870,000 3,665,000 
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Notes to Consolidated Financial Statements as at February 28, 1981 


1. SUMMARY OF SIGNIFICANT ACCOUNTING f) Goodwill: 


POLICIES 


a) Principles of Consolidation: 
The consolidated financial statements include the 
accounts of Astral Bellevue Pathé Inc. and all its 
subsidiaries. 


— 
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Inventories: 

Merchandise held for resale is valued at the lower 
of cost and net realizable value. In accordance 
with industry practice, films acquired for 
distribution are included in inventories. These 
films are amortized on a weighted basis over six 
to nine years. 


Film Royalties and Costs: 

These costs represent the unrecovered portion of 
advance royalties and deferred film costs 
expended under distribution agreements. Net 
income is recognized with respect to these films 
only after all costs are recovered. 


o 
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Film Production Costs: 

The Company capitalizes production costs 
including related interest costs less third party 
participations. These costs are charged to 
earnings on an individual film basis in the ratio 
that the current year’s gross revenue bears to 
management's estimate of total gross revenue. 


This represents a change from the policy used in 
prior years whereby net income was recognized 
with respect to each film only after the Company’s 
investment had been recovered. This change 

had no material effect on earnings for 1981 

or prior years. 


Film production costs are stated at the lower of 
unamortized cost or estimated realizable value 
on an individual film basis. Revenue estimates 
are reviewed periodically and amortization 
adjusted accordingly. When the unamortized 
costs exceed the estimated revenue to be 
received, the carrying value of the film is adjusted 
to net realizable value. 


Unamortized film production costs are classified 
as Current assets to the extent that such costs are 
expected to be recovered within one year. 


Fixed Assets: 

Fixed assets are depreciated on the straight-line 
basis over their estimated useful lives of five to 
ten years. 


ey 


Goodwill represents the excess of cost of 
subsidiaries over the net book value of assets 
acquired and is carried at cost. 


Revenue Recognition: 
Revenue from distribution of films is recognized 
as instalment payments become due. 


us 


~ 


INVENTORIES 

1981 1980 
IMMEKEINAINGIISS 25500006 $7,541,000 $6,410,000 
Films for distribution .. 538,000 708,000 


$8,079,000 $7,118,000 


FILM PRODUCTION COSTS 
Theatrical film production costs consist of the 
following components: 


1981 1980 
Released, 
less amortization ... $ 1,603,000 — 
in PTOCESS =... cenee meats 4,504,000 $ 1,174,000 
6,107,000 1,174,000 
Non-current portion... 3,444,000 — 1,174,000 


Current film 


production costs .... $ 2,663,000 — 


FIXED ASSETS 
1981 1980 
Re COCieay eee $12,637,000 $10,162,000 
Accumulated 
depreciation ....... 5,961,000 4,992,000 
Net book value ....... $ 6,676,000 $ 5,170,000 


SECURITY TO BANK 

The bank indebtedness and the bankers’ 
acceptances are secured by all the assets of the 
Company, subject to any prior charges. 


LONG-TERM DEBT 


a) Bank term loan bearing interest at 
prime bank rate plus 1.5%, repay- 
able over the period to March 1, 
1983, subject to annual review 


and secured as disclosed in Note5 $ 675,000 
b) Bank loan bearing interest at prime 
bank rate plus 0.5%, repayable on 
January 1, 1983 or earlier from 
certain film revenues, and secured 
ASIGISCIOSEGHIMNOLe Daas. sees. $2,600,000 
c) Term loans bearing interest at 
various rates, repayable over the 
period to 1988 and secured by 
GEitalnixXCQuassetS.) soseess eee 1,949,000 
$5,224,000 
Principal payments are due in the following fiscal 
years: 
Nh ODIs Mra evant antomeen $ 700,000 
(IGiSIB ie) ein Seger ae $3,293,000 
1KONeY a “aes ures eee NT 490,000 
IESG IS a Aa ea ae ae er nee 379,000 
1986 and thereafter ... 362,000 4,524,000 
$5,224,000 
CAPITAL STOCK 
1981 1980 
Authorized — 
32,500 5% Non- 
cumulative 
preference shares 
of $10 par value 
5,000,000 Common 
shares without 
par value 
Issued and fully paid 
32,500 Preference 
sharesa te et. $ 325,000 $ 325,000 
2,800,475 Common 
shares (1980 — 
Paha] ONGVATA\ \ nium Reoies 3,298,000 3,276,000 
$3,623,000 $3,601,000 


10. 


The preference shares are entitled to ten votes each 
and are convertible on the basis of two common 
shares for each preference share. 


Employee stock options are outstanding for 19,000 
common shares as follows: 


Number 
of Shares Option Price — Expiry Date 
6,500 $1.25 June 30, 1981 
7,500 S25 June 30, 1983 
5,000 $1.98 September 18, 1984 
19,000 
COMMITMENTS 


The minimum annual rentals payable in the next 
five fiscal years under long-term leases, exclusive of 
additional rent based on sales, are as follows: 


UCR) wt acne kes ere ee ree te Ae $1,341,000 
NAG cS eg Ee eR Si 1,113,000 
MSA a went Foch gs he sib adnate ee 1,039,000 
NOS Peteetat ps, oe Molen La NRE 940,000 
DRDO mre Sash ut oth seen wits -o ool one urs 837,000 


DIRECTORS AND SENIOR OFFICERS 
Remuneration paid by the Company to its directors 
and senior officers (twelve persons) as defined by 
The Business Corporations Act, Ontario, during the 
year ended February 28, 1981 amounted to 

$444 000 (1980 — twelve persons — $338,000). 


RELATED PARTY TRANSACTIONS 

During the year certain directors and officers pur- 
chased units in films produced by the Company in 
the amount of $250,000 (1980 — $189,000), on 
the same terms and conditions as units purchased 
by unrelated parties. 


ASTRAL BELLEVUE athe ne 


1 1 ~ BUSINESS SEGMENTS Photographic Entertainment Consolidated 
The Company and its subsidiaries’ business seg- 1980 (Dollars in Thousands) 
ments are Photographic and Entertainment. Photo- Revenuiest aan $25,491 $12,712 $38,203 
graphic includes retail sales of photographic Paininestteun 
equipment and retail and wholesale film processing. Sens ke: 1925 1,036 2,961 


Entertainment includes the production and distribu- 

tion of feature films and other filmed or video-taped 

programs for theatrical, non-theatrical, television 

and ancillary markets, as well as laboratory and ; 


Unallocated costs 
Corporate, general 
and administrative 


sound mixing services. CSCI ie ae (488) 
Photographic Entertainment Consolidated Interest expense ... », 699) 

1981 (Dollars in Thousands) Earnings before ; 
Revenues .......... $29,580 $17,253 $46,833 income taxes ..... 1,879 
Earnings from Identifiable assets .... 12,017 9482 21,499 
Operations’. . ....4: 2247 eA 3,058 Capital expenditures . 1,801 412° 272168 
Unallocated costs Depreciation ....... 720 260 980 


Corporate, general 
and administrative 


OAM oun cone oe 2) 

Interest expense ... (811) 
Earnings before 

income taxes ..... 265 
Identifiable assets .... 14,188 15,174 29,362 
Capital expenditures . 1,873 LOE USES) 
Depreciation ....... A) Bis 1,047 


AUDITORS’ REPORT 
To the Shareholders of Astral Bellevue Pathé Inc. 


We have examined the consolidated balance sheet of Astral Bellevue Pathé Inc. as at February 28, 1981 and the 
consolidated statements of retained earnings, earnings and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our Opinion, these consolidated financial statements present fairly the financial position of the company as 
at February 28, 1981 and the results of its operations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied, after giving retroactive effect to the change 
in accounting policy as explained in Note 1(d) to the financial statements, on a basis consistent with that of the 
preceding year. 


Montreal, Quebec Zittrer, Siblin, Stein, Levine 
May 29, 1981 Chartered Accountants 
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